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Development Problems 


In a letter to Mr. Eugene R. Black, President of the 
World Bank, after the termination of a six weeks’ 
mission which they had undertaken to study economic 
conditions in India and Pakistan, Mr. Hermann Abs, 
Chairman of the Deutsche Bank of Frankfurt, Sir Oliver 
Franks, Chairman of Lloyds Bank Ltd., London, and 
Mr. Allan Sproul, formerly of the New York Federal 
Reserve Bank, stated that they had approached the 
question of the scale and balance of development 
plans in these countries in qualitative rather than 
quantitative terms, and had tried to see how the kind 
of proposal for development which is at present under 
consideration there fits into the broad pattern of what 
has already been achieved. They said that they had 
gained a sense of considerable confidence from dis 
cussions with ministers, officials, and private individuals. 
They had been impressed by the capacity of senior 
officials and prominent businessmen in both countries; 
but once one goes beyond this, managerial talent is 
scarce and it may prove difficult to carry through 
decisions effectively in their detailed application to the 
individual at the level of worker and farmer. 

The basic cause of the failure of the Plan which was 
introduced in Pakistan in 1955 was the stagnation of 
agricultural output. This was due to inadequate recog- 
nition of the priority of the agricultural problem, and 
to the lack of effective action to educate the farmer in 
improved production techniques or to provide him with 
adequate supplies of seed, fertilizers, pesticides, and 
credit. After the exchange crisis of 1957-58, the new 
Government took firm action to bring the budget into 
better balance and to restrain credit, and, most impor- 
tant of all, it has succeeded in restoring confidence. 
The economy of Pakistan is, however, still heavily 
dependent on foreign aid, not only for supporting 
development but also for covering current import 
requirements. 

The Plan which has been drafted for the five-year 
period July 1960 to June 1965 contemplates the ex- 
penditure of about PRs 19 billion, PRs 11.5 billion in 
the public sector and PRs 7.5 billion in the private 
sector. The Government expects to be able to finance 
PRs 11 billion of this expenditure from domestic re- 
sources and to receive PRs 1.5 billion from direct 
foreign investment. This leaves PRs 6.5 billion to be 
financed by foreign aid in one form or another; in 
addition, the Government estimates that a further 
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PRs 1.5 billion will be required to cover the excess of 
ordinary imports not directly connected with develop- 
ment over export earnings. Some of the large slow- 
maturing projects included in the Plan are essential to 
provide for the future growth of the demand for power 
and to extend irrigation. But there is a risk that too 
much capital and technical resources may get locked up 
in these big schemes so that the investment program 
becomes inflexible. The three bankers recommend 
that, in striking a balance between large projects and 
smaller schemes which yield more immediate returns, 
the problem of phasing should be kept under constant 
review. They note further that the exercise of the 
power to prevent expansion or to enforce contraction 
in existing industries, which the Government will be 
obliged to exercise in its selective control over indus- 
trial development, presents certain hazards in a country 
where administrative talent is spread so thinly. 

If the Plan is to be implemented without undue 
inflationary pressure, about 25 per cent of the projected 
increase in per capita income will have to be absorbed 
by saving, public or private. The three bankers stated 
that they were impressed by the determination with 
which the Minister of Finance is approaching the fiscal 
problem, and observed that it is important that the 
fiscal and monetary authorities should be alert as to 
the part monetary policy can play in restraining infla- 
tionary pressure and helping to bring about a more 
economic allocation of resources. The rates of increase 
in output and per capita income envisaged by the 
Plan are described as modest. But if they are to be 
achieved, the problem of mobilizing the necessary 
domestic resources will require strenuous efforts by 
the Government and continuing austerity for the people 
of Pakistan. 

The bankers endorsed the priority given by the 
Plan to increasing agricultural output. They said that 
their only uncertainty is whether the organizational 
problem of arranging adequate and timely supplies of 
fertilizer, seed, and credit, together with improved 
marketing arrangements, will take longer than the 
Plan envisages. The year-to-year review of the progress 
of the Plan which the Government intends to under- 
take is described as essential if expenditure is to be 
adjusted to changing economic conditions, and the 
bankers stressed the need for the Plan to be so phased 
that it can be kept flexible. 
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In commenting upon the Pakistan Plan, no account 
was taken of the impact of the Indus Waters Scheme. 
The bankers noted, however, that it is of real impor- 
tance to assess this impact correctly from the point of 
view of the incomes it will generate and the calls on 
technical and professional manpower which will arise 
even if the works are undertaken by foreign contractors. 


In India, the three bankers noted that much of the 
heavy investment already undertaken is beginning to 
bear fruit, despite the difficulties into which the Second 
Five Year Plan had run and the disruptive effects of 
the foreign exchange crisis of 1957. Three new steel 
plants will shortly increase India’s steel-making capacity 
from about 2 million tons to 6 million tons, and there 
has been substantial growth in the locomotive, vehicle, 
machine tool, chemical, and electrical engineering in- 
dustries. In framing the Third Five Year Plan, which 
is to take effect from April 1, 1961, the Indian Govern- 
ment is faced with a number of difficult decisions. It 
feels that, if it is to achieve the twin objectives of a 
gradually rising standard of living and diminishing 
dependence on foreign aid, a substantial investment 
effort is required now, and the urgency of stepping up 
the investment effort is reinforced by the expectation 
of a substantial growth in population. It is recognized, 
however, that political pressures in a democratic society 
which has only recently gained independence impose a 


definite limit on the sacrifices of immediate consump- 
tion to the needs of the future which can be asked of 


the Indian people. In any event, there remains the 
complex administrative task of actually securing the 
requisite increases in taxation and saving from a popu- 
lation most of whom are living dangerously close to 
the subsistence level. 


In its present tentative form, the Plan calls for an 
increase of investment to $20.9 billion, from the 
$13.8 billion now scheduled for the Second Five Year 
Plan. Mobilization of the internal financial resources 
required for such an investment program would require 
an increase in the rate of saving, public and private, 
from 8 per cent to 12 per cent, including substantial 
increases in taxation. For the five-year period as a 
whole, the program is expected to open up a balance 
of payments gap requiring $6.5 billion in foreign aid. 
In the opinion of the three bankers, the targets set by 
the Plan in terms of increasing per capita income and 
laying the foundations for self-sustaining growth are 
relatively modest. However, the estimates depend on 
certain assumptions with respect to capital-output ratios, 
which inevitably involve a great deal of guesswork; 
and the unpredictable effects of changing monsoon con- 
ditions upon a predominantly agricultural economy 
introduce an element of chance which should be real- 
istically assessed both by the Government of India 
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and by the governments from which development assist- 
ance is sought. The increased savings and taxation 
contemplated present a challenge to the political possi- 
bilities and the administrative efficiency of the Govern- 
ment; and the increase in external assistance which is 
called for is sufficiently large to require detailed study 
by aid-giving governments that have to consider domes- 
tic claims upon their resources and the investment 
needs of a number of other underdeveloped countries. 

The bankers believe that additional investment re- 
sources should be diverted to agriculture, and express 
the hope that regional and departmental demands upon 
India’s limited resources will not override the order of 
priorities set by the national interest. They were 
impressed by India’s comparative cost advantages in 
the production of steel and certain other metal indus- 
tries. India is now among the cheapest steel producers 
in the world. It is, however, important to pay close 
attention to the maintenance of appropriate relations 
between the rates of growth of different industrial 
sectors. 

There has been some tendency for cutbacks in 
development planning to fall primarily upon the pri- 
vate sector where relative priorities are less readily 
identifiable than in the public sector. On the other 
hand, the scarcity of all types of manufactured goods 
has created the risk that government allocation of 
exchange, credit, and other resources to individual 
private enterprises may confer a virtual monopoly 
position with the consequent danger of abuse; and 
intervention in the form of extraordinary taxation or 
price controls to protect the general public may some- 
times frustrate the normal market process through 
which high profits attract capital and other resources 
from other less profitable uses. 

The fact that India’s import requirements are un- 
likely to follow a declining trend as the economy moves 
toward progressively higher stages of development 
underlines the necessity of giving high priority to the 
investment of effort, money, and talent in the export 
field. India’s exports have tended to stagnate in recent 
years, and the three bankers found no firm basis for 
confidence that export performance will materially 
improve in the near future. The export base must be 
extended well beyond the traditional export items if 
sustainable economic development is to be realized. 
For years to come, the Government will be constantly 
confronted with the harsh decision of choosing between 
consumption and export earnings, and perhaps the 
most basic policy decisions involved in such a choice 
are those of fiscal and monetary policy. Inadequate 
coverage of government spending by taxation or sav- 
ings can generate inflationary pressures which may be 
restrained by import controls, but may nevertheless 
indirectly impair reserve availabilities by diverting 
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potential exports to domestic consumption. Selective 
tax measures may also be required to restrain domestic 
consumption of specific export items for which foreign 
markets are available. There appears still to be some 
scope for mopping up excess liquidity in the Indian 
economy and for a consideration of the appropriate- 
ness of the present level of interest rates. It would be 
worth examining ways in which monetary action might 
be made a more effective weapon of economic policy. 

The difficulties encountered during the Second Five 
Year Plan have taught a good deal about techniques 
of planning and of economic control. The bankers have 
found it difficult, however, to be certain that the impli- 
cations of the great importance of agricultural policy 
have been fully realized in all quarters. Success here 
will involve not merely effective management and 
administration over a very wide area, but the coordi- 
nation of the activities of a number of government 
departments working in conjunction with voluntary 
organizations and ensuring that the over-all policy of 
the Union Government is effectively implemented by 
the individual States. If inflationary pressure develops 
as the program moves ahead, fiscal and monetary action 
will need to be prompt and decisive. As the Plan is 
finalized, it would be desirable to re-examine the im- 
portance of the marginal projects. The maintenance 
of flexibility is critically important to the success of 
the Plan and to the effective utilization of such foreign 
assistance as may be made available. 

The economic assistance, both public and private, 
required by India and Pakistan if their development 
programs are to be made effective is roughly estimated 
at about $8.5 billion. The problem cannot be ap- 
proached in terms of a Marshall Plan concept embody- 
ing a fixed period of foreign aid assistance and designed 
to reach more or less visible targets of economic recov- 
ery. Development will be a lengthy process, possibly 
extending over a considerable period. The Govern- 
ments of India and of Pakistan have rejected the 
approach by way of political measures designed to 
operate the economy under forced draft with conse- 
quent grave loss of individual freedom, but this deci- 
sion renders both countries more dependent upon 
outside assistance than would otherwise be the case. 
A substantial proportion of any aid provided should 
take the form of grants or loans not made on strictly 
commercial terms. Otherwise, the resulting debt serv- 
ice liabilities would almost certainly impose an intoler- 
able strain on the balance of payments. Since the 
International Development Association is still only in 
process of being established, and its resources will be 
too small for it to play more than a minor role, a 
substantial proportion of aid, if it is to be provided 
on a considerable scale, would have to take the form 
of government-to-government assistance of one kind 


or another on liberal terms. It will be of the first 
importance to ensure that the policies of the aid- 
providing governments with respect to the scale, form, 
and terms of the assistance provided should be ade- 
quately coordinated. It is the responsibility of these 
countries to recognize the national sovereignty and 
aspirations of the countries that they are assisting. 
On the other hand, countries receiving aid must recog- 
nize that the governments of the aid-providing coun- 
tries must satisfy their legislatures, and that legislatures 
will require to be assured that the aid-receiving coun- 
tries’ methods of handling their economic policies are 
realistic and that aid provided is spent on the purposes 
contemplated by the aid-providing countries. Major 
problems of international economic policy are posed 
by the desirability, which is becoming increasingly evi- 
dent, of providing a broader basis for aid embracing a 
larger number of aid-giving countries. The bankers 
also draw attention to the probability that from time 
to time additional foreign assistance may be necessary 
to provide food supplies over and above the support 
given to development plans. 

The governments of countries seeking aid should 
recognize that the flow of private long-term funds is 
one of the sources of investment finance which more 
developed countries wish to foster, and they will there- 
fore need to create conditions which will attract private 
capital from abroad. As the economic structure of 
India and Pakistan is brought nearer to viability with 
the help of government-to-government assistance, it 
should be possible to substitute the ordinary flow of 
private investment for the more exceptional forms of 
aid. The more highly industrial countries can further 
assist development by removing the barriers which 
restrict the export opportunities of developing countries. 
The need for cooperation between the developing 
countries themselves is also emphasized. It is important 
to adopt policies which would promote cooperation 
between India and Pakistan and foster trade of a 
complementary character and reduce the danger of 
economic separatism. 

Whatever may be the final programs developed by 
India and Pakistan, both Governments need to bear 
in mind that there can be no assurance that the gov- 
ernments of the more highly industrialized countries 
will be in a position to provide aid over the period 
of the Plans to the full amount requested. This under- 
lines the necessity for flexibility in the Plans of both 
countries so that cutbacks in expenditure of lower 
priority can be made without disrupting the whole 
plans. 

Source: International Bank for Reconstruction and 
Development, Press 
D.C., April 20, 1960. 


Release, Washington, 
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Participations in IBRD Loans in Belgian Congo 

Since March 30, when announcement was made of 
three loans, totaling $40 million, by the International 
Bank for Reconstruction and Development, with ten 
European and U.S. banks participating (see this News 
Survey, Vol. XII, p. 301), additional participations 
have been taken by the United States Trust Company 
of New York, Banque Lambert (Brussels), and 
Banque de Bruxelles. Total participations have thus 
been increased from $5,720,000 to $9,125,000. 
Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., April 21, 1960. 


Europe 


Export Finance in the United Kingdom 
The U.K. Export Credits Guarantee Department 
increased its business further in the 12 months to 
March 1960, and the proportion of U.K. exports 
insured with the Department rose from 16.0 per cent 
to 18.4 per cent over the year. The Department’s 
commitments on medium-term credit at the end of 
March 1960 were £234.5 million, three times the amount 
five years earlier; short-term liabilities in the same 
period rose much less sharply, from £270.8 million to 
£356.4 million. 
Source: The Economist, London, England, April 23, 
1960. 


Unemployment in the United Kingdom 
The number unemployed in the United Kingdom at 
the middle of April was 391,000, which was 22,000 
less than at the middle of March and the lowest figure 
since December 1957. Unemployment in April repre- 
sented 1.8 per cent of the working population, com- 
pared with 2.4 per cent in April 1959. The number of 
unfilled vacancies at employment exchanges rose by 
39,000, to 306,000, in contrast to 198,000 in 
April 1959. Unemployment declined in all areas except 
the Midlands, where the percentage (0.9) is the lowest 
in the country. The most marked decline was in Scot- 
land, where the number unemployed fell to 7,000, 
which lowered the ratio to 4.3 per cent. 
Source: The Financial 
April 23, 1960. 


Times, London, England, 


Netherlands Loan Issues by Public Authorities 

On February 8, the Netherlands Government issued 
a f. 300 million (US$79 million) loan at 98 per cent 
of par. The loan, which is for 25 years and bears 
interest at the rate of 44% per cent, was heavily over- 
subscribed, and on March 8, a f. 100 million ($26 mil- 
lion) loan was issued on the same terms. Also on the 
same terms the Treasury borrowed f. 200 million 


($52 million) from public pension and insurance 
funds on March 1; payment was made out of pre- 
subscription accounts at the Treasury in which insti- 
tutional investors place funds in anticipation of 
investment in government loans. 


In the first quarter of 1960, the Bank for Nether- 
lands Municipalities issued three f. 100 million loans 
also at 98 per cent of par and bearing 42 per cent 
interest. Thus, total borrowing in the capital market 
by the Central Government and the Municipalities 
Bank amounted to f. 900 million (nearly $240 million). 
Sources: Nieuwe Rotterdamse Courant, Rotterdam, 

Netherlands, various issues in January, Feb- 
ruary, and March 1960; Het Financieele 
Dagblad, Amsterdam, Netherlands, various 
issues in January, February, and March 1960. 


Foreign Trade of Portugal 

Total Portuguese imports, including those from over- 
seas territories, amounted to Esc 13.6 billion in 1959, 
compared with Esc 13.8 billion in 1958, and total 
exports were Esc 8.3 billion, the same as in 1958. 
The small decrease in the trade deficit—to Esc 5.3 bil- 
lion (roughly US$180 million) from Esc 5.5 billion in 
1958 and Esc 6.1 billion in 1957—was due entirely to 
an increase in the trade surplus with overseas terri- 
tories (mainly Angola); the deficit with foreign coun- 
tries remained unchanged. Overseas territories accounted 
for 14 per cent of total imports and 29 per cent of total 
exports, compared with 15 per cent and 27 per cent, 
respectively, in 1958. 


The main supplying countries continued to be Ger- 
many (providing 17.5 per cent of total imports), the 
United Kingdom (13 per cent), France (8 per cent), 
Belgium-Luxembourg (6 per cent), and the United 
States (6 per cent). Imports from the countries of the 
European Economic Community accounted for 39 per 
cent of the total, and those from the members of the 
European Free Trade Association for 21 per cent. 


Although the percentage of Portgual’s exports that 
went to the United Kingdom dropped from 13 per cent 
in 1958 to 11 per cent in 1959, the United Kingdom 
continued in first place among Portugal’s customers. 
Exports to France were reduced from 9 per cent to 
4 per cent of the total, while those to the United 
States rose from 8 per cent to 10 per cent, making 
the latter country the second most important customer. 
Exports to the countries of the European Economic 
Community decreased from 28 per cent of total exports 
to 23 per cent, and those to countries of the European 
Free Trade Association fell from 19 per cent to 
17 per cent. 

Source: Jornal do Comercio, 
March 15, 1960. 


Lisbon, Portugal, 
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Development of Greek Tobacco Areas 

In view of the serious difficulties faced in tobacco 
export markets in the last few years, the Government 
of Greece has announced a special five-year plan for 
the economic development of certain tobacco produc- 
ing areas that have been seriously affected. The basic 
aim of the plan is to ensure to tobacco growers in 
these areas (estimated at 20,000 families, or 100,000 
persons) an additional income beyond that earned 
from tobacco cultivation. Land reclamation and irri- 
gation works will help to increase the land holdings of 
some 3,000 families and to make it possible for an- 
other 3,000 families to irrigate a substantial part of 
their land and thus to expand the cultivation of other 
high-yield crops. Steps will be taken to enable 5,000 
families to engage in such profitable activities as 
arboriculture (mainly hazelnut trees) and apiculture. 
Where conditions are favorable, the breeding of cattle 
and poultry will be encouraged—for marketing or for the 
farmers’ own needs. For the plan, which is to be put 
into effect this year, an expenditure of Dr 335 million 
(US$12 million) is estimated—Dr 152 million in the 
form of subsidies and Dr 183 million in the form of 
credits to be extended to farmers on very easy terms. 
Source: Naftemboriki, Athens, Greece, April 23, 1960. 


The U.S.5.R. and EFTA 


In reply to a Soviet aide-memoire of January 28, 
concerning most-favored-nation treatment for the 
Soviet Union by Norway, Norway has stated that indi- 
vidual members of the European Free Trade Associ 
ation (EFTA) cannot grant to nonmembers all the 
privileges and advantages deriving from the EFTA 
convention. The reply adds that the increased expan- 
sion of world trade, which is one of the objectives 
of EFTA, will be an advantage also for other countries 
that are not members. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, April 21, 1960. 


Far East 
Indian Policy on Jute 


With a view to curbing the upward movement in 
burlap prices, the Indian Jute Mills Association has 
decided that 1 per cent of the total loomage of member 
mills will be unsealed, effective May 1, 1960, and a 
further 1% per cent on June 1; 10 per cent of the 
total loomage has been sealed since August 1959. 

According to burlap dealers in New York, the price 
increases have been caused by a short supply of jute 
textile products and of raw jute in India, in conjunction 
with a delay of about one month in new crop plantings 
owing to drought conditions. Moreover, it is reported 


that the U.S.S.R. has recently stepped up its purchases 
of Indian jute manufactures. 

Under a recent trade agreement with Pakistan (see 
this New Survey, Vol. XII, p. 305), the Government 
of India has relaxed restrictions on imports of raw 
jute and has issued licenses for imports of 200,000 
bales of cuttings; licenses will be issued for an addi- 
tional 300,000 bales of cuttings and 100,000 bales of 
long jute from July onward, provided the initial impor- 
tation of 200,000 bales does not unduly depress raw 
jute prices in India. 

The Journal of Commerce, New York, N.Y., 
April 15 and 19, 1960. 


Branches of Bank of Thailand 

Branches of the Bank of Thailand will be set up 
in Chiang Mai and Lampang, in the northern provinces 
of Thailand, where commercial banks are of increasing 
importance, both financially and commercially. At pres- 
ent, the Bank is in the process of establishing a branch 
in Ampur Haadyai, Songkhla, in southern Thailand. 
In provinces where the Bank has no branches, the 
provincial branches of the Treasury act on the Bank’s 
behalf. 


Source: 


Sources: 


The Bangkok Post, 
April 14, 1960. 


Bangkok, Thailand, 


Oil Refinery for Singapore 

The Singapore Government has concluded negoti- 
ations with two Japanese oil companies, Maruzen Oil 
and Toyo Menka Kaisha, for the establishment in 
Singapore of an oil refinery with an initial capacity 
of 25,000 barrels a day. The company will operate 
with Japanese capital. 

Construction will commence on June 1, 1960, and 
operations are expected to start on November 1, 1961. 
The Government has leased to the company a site for 
30 years, and it is allowing the free import both of 
materials required in the initial construction and of 
crude oil. The company is exempted from income tax 
for five years. 

Source: The Financial Times, 
March 30, 1960. 


Seaport in Cambedia 


The seaport of Sihanoukville on the Gulf of Siam 
was opened on April 1. The construction of this port 
took four years, and the cost was 3.5 billion old 
francs, financed principally by the French Government. 
Before this port was constructed, Cambodia had no 
seaport, and its foreign trade had to move through 
Saigon. Rubber, which represents two thirds of Cam- 
bodia’s exports and which is grown in the eastern part 
of the country near the Vietnamese border, will con- 
tinue to be exported through Saigon; for other exports, 


London, England, 
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however, such as rice, timber, kapok, and pepper, it 
will be more economical to use Sihanoukville. A high- 
way of about 150 miles, built with U.S. aid, now con- 
nects Sihanoukville and Phném-Penh; although road 
transportation is costly compared with transportation 
via the Lower Mekong, certain imports will be shipped 
over the highway. Other imported products, however, 
will still be transported through Saigon and the Lower 
Mekong. 

The basic harbor installations are now completed; 
only hangars and cranes remain to be installed. When 
this is done, Sihanoukville is expected to handle 
250,000 tons a year; by 1970, it may handle some 
350,000 tons. 


Source: Le Monde, Paris, France, April 2, 1960. 


Financial Agreements Between France and Viel-Nam 


The Vietnamese and French Governments signed 
in Saigon on March 24 three agreements drawn up 
last November by the French Minister of Finance and 
the Vice-President of the Republic of Viet-Nam. Under 
the first agreement, the French Government will hand 
over to the Vietnamese Government all the buildings 
of the former French domain in Viet-Nam, with the 
exception of a few buildings for the use of the French 
Embassy and a lot upon which the new embassy build- 
ing is to be built; the buildings still retained by the 
French Government will revert to the Vietnamese Gov- 
ernment upon completion of the new embassy building. 

The second agreement provides for the settlement of 
certain outstanding financial claims between the two 
countries, particularly the payment of retirement pen- 
sions for French and Vietnamese civil servants working 
under the former colonial administration. 

Under the third agreement, France will grant to the 
Vietnamese Government a loan of 7 billion old francs 
(70 million new francs) for the purchase of capital 
equipment. In addition, a credit of 11 billion old francs 
for the import of capital equipment by Viet-Nam from 
France will be opened under the French credit- 
insurance scheme. 

Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, March 31, 1960. 


Modification of Viet-Nam's Import Procedure 


Since April 1, the Department of National Economy 
of Viet-Nam has been requesting importers who apply 
for foreign exchange allocations out of Viet-Nam’s 
own resources, and who do not have a special import- 
er’s license (patente) corresponding to one of the 18 
categories of import commodities, to submit proof that, 
during the period from October 1, 1957 to Decem- 
ber 31, 1959, they obtained from the National Ex- 
change Office and from the Directorate of Foreign 


Trade foreign exchange equivalent to at least US$6,000 
to import any one of the 18 import categories. This 
proof must be given by the bank that sold the exchange 
in a statement, duly certified by the Directorate of 
Foreign Trade, which is presented by the importer 
when paying his license fee (taxe de patente) at the 
Tax Bureau. Each importer may obtain only one 
license. However, those importers who have already 
imported goods corresponding to different categories 
and who have obtained more than $6,000 for each 
category may receive a maximum of three licenses. 
From the list of commodities that may be imported 
with Viet-Nam’s own foreign exchange, importers may 
choose the categories of goods they wish to import; 
but they are not allowed to change their selection after 
they have paid for their licenses. 

Requests for foreign exchange for the second quar- 
ter of 1960 must be accompanied by the license fee 
receipts delivered by the Tax Bureau. Traders who are 
unable to meet the foregoing conditions will be per- 
mitted to remain in business only until June 30, 1960. 


Source: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, April 7, 1960. 


Economic Development Plan for China (Taiwan) 

The Government announced in February that a 
third four-year economic development plan for Taiwan 
is scheduled to start in July 1960. The main objective 
is to raise the rate of annual increase of the national 
income from the current rate of about 4.5 per cent to 
8 per cent in four or five years. It is hoped that by 
the end of 1964 average individual income will have 
risen by about 19 per cent. Capital investment needed 
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during the four-year period is estimated at the equiva- 
lent of US$1.2 billion. Of this amount, government 
and private capital raised both at home and abroad is 
expected to provide about 70 per cent, and the remain- 
der will be U.S. aid. It is hoped that the present U.S. 
aid appropriation of $60-70 million a year will be 
maintained and that an additional $100 million will be 
made available by the Development Loan Fund. 


According to the U.S. Defense Department and the 
International Cooperation Administration, China has 
received more than $3.1 billion under the Mutual 
Assistance Program and in economic aid appropria- 
tions since the Government moved to Taiwan in 1949. 
Sources: Far Eastern Economic Review, Hong Kong, 

February 18 and March 24, 1960. 


Commercial Bank Loans in Korea 


Loans outstanding of the five commercial banks in 
Korea at the end of the first quarter of 1960 totaled 
hw 100.1 billion, an increase of hw 7.1 billion, or 
7.6 per cent, from the end of 1959. The increase in 
the first quarter of 1959 had been hw 1.3 billion, or 
1.7 per cent. Of the total loans outstanding at the 
end of March 1960, hw 92.3 billion had been financed 
out of the banks’ own resources and hw 7.8 billion 
from government special accounts and counterpart 
funds, compared with hw 70.0 billion and hw 7.6 bil- 
lion, respectively, at the end of March 1959. 


The total includes loans of a new commercial bank 
established in Seoul toward the end of 1959. For the 
four older banks, loans outstanding at the end of 
March 1960 amounted to hw 96.9 billion, compared 
with the ceiling of hw 100 billion imposed on them 
under provisions of the banking law within the general 
framework of the 1960 financial stabilization program 
(see this News Survey, Vol. XII, p. 330). 

Source: The Korean Republic, Seoul, Korea, April 15, 
1960. 


Latin America 


U.S. Commercial Bank Loan fo Costa Rica 


The Central Bank of Costa Rica received a $10 mil- 
lion loan from The Chase Manhattan Bank, of New 
York City, on April 20. The credit is to be used chiefly 
for farm and cattle development loans to be chan- 
neled by the Central Bank through the commercial 
banks in Costa Rica. 

Source: The Journal of Commerce, New York, N.Y., 
April 21, 1960. 


Loan to Venezuela 
A four-year, $200 million loan, with interest at 
5% per cent, has been granted to the Republic of 


Venezuela by a group of 15 U.S. banks and 1 Cana- 
dian bank. The loan is to be repaid in six semiannual 
installments, the first installment becoming due in 
18 months. The funds will be used by Venezuela to 
finance government expenditures. The Venezuelan Con- 
gress earlier this month passed a special law authoriz- 
ing the loan. The Government is normally barred from 
borrowing from either foreign sources or its own Cen- 
tral Bank. 

The banks participating and amounts of participa- 
tion are Chase Manhattan Bank and First National 
City Bank, $30 million each; Chemical Bank New 
York Trust Company, $25 million; Hanover Bank, 
$20 million; Morgan Guaranty Trust Company, Conti- 
nental Illinois National Bank & Trust Company, and 
Bank of America, San Francisco, $15 million each; 
Bankers Trust Company, Irving Trust Company, Man- 
ufacturers Trust Company, and Royal Bank of Can- 
ada, Montreal, $10 million each; Philadelphia National 
Bank, $4.5 million; Girard Trust Corn Exchange Bank, 
$2 million; Schroder Trust Company, $1.5 million; 
and Grace National Bank, $1 million. 

Source: The Wall Street Journal, New York, N.Y., 
April 22, 1960. 


Other Countries 
Australian Borrowing in the United States 


The Australian Government has borrowed $25 mil- 
lion by the issue of 20-year 5% per cent bonds in 
the U.S. capital market. The underwriters, led by 
Morgan Stanley & Company, priced the bonds at 
97% to yield about 5.45 per cent to maturity. The 
issue, which was oversubscribed, was the fourth sale 
of Australian bonds in the United States within the 
last two years. It represented the third offering abroad 
by the Australian Government in the current fiscal 
year; the others were a £12 million issue in London 
of 5% per cent bonds yielding 5.58 per cent and an 
issue of Sw F 60 million of bonds yielding 4.6 per cent 
to maturity (see this News Survey, Vol. XII, pp. 260 
and 291). 

Source: The Wall Street Journal, New York, N.Y., 
April 20, 1960. 


Australian Foreign Trade 


Imports into Australia in March, the first full month 
since Australian import restrictions were substantially 
relaxed (see this New Survey, Vol. XII, p. 275), were 
£A 88.3 million, £A 9.5 million more than in Febru- 
ary. Exports, at £A 88.7 million, were about £A 5 mil- 
lion above the February figure. The March trade sur- 
plus of £A 0.4 million compares with the surplus of 
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about £A 5 million in February 1960 and of £A 7.6 mil- 
lion in March 1959. Following the trade surplus of 
£A 19 million in the six months to December 1959, 
there was a further recorded surplus of £A 4 million 
in the March quarter of 1960, compared with a surplus 
of £A 16 million in the corresponding quarter of 1959. 


Source: The Times, London, England, April 7, 1960. 


Capital Expenditure in Australia 
Estimates prepared by the Commonwealth Statis- 
tician suggest a slowing down in the expected rate of 
capital investment in Australia in the six months to 
June 1960. It is estimated that new capital expendi- 
ture by private business may be about £A 222 million 
in this period, about 2 per cent more than the 
£A 217 million actually spent in the six months to 
December 1959. The increase in this latter period 
was about 15 per cent more than in the first half of 
1959, but was much smaller than had been expected. 
Capital expenditure by all manufacturing groups is 
expected to be higher in the six months to June 1960 
than in the second half of 1959, but that by the trans- 
port industry is expected to decline considerably. For 
expenditure on buildings, an increase of 14 per cent 
is estimated, and for capital equipment, a decrease of 
4 per cent. 
London, 


The Financial Times, 


April 7, 1960. 


Source: England, 


New Zealand Bank Reserve Ratio 

The demand liability reserve ratio of New Zealand 
trading banks was reduced on March 15 from 34 per 
cent to 22 per cent to allow for seasonal payments of 
income tax. In 1959, the ratio was reduced from 
2842 per cent to 20 per cent on March 9, and restored 
to 28% per cent on April 24. The recent change is 
described as a purely seasonal adjustment, and an 
increase in the ratio is expected when the flow of tax 
payments into the government account has been 
completed. 
Source: The New Zealand Herald, Auckland, New 

Zealand, March 16, 1960, 


Lifting by Ghana of Freeze on French Assets 

According to a press announcement of April 21, the 
Ghana Government has lifted the freezing of French 
assets (see this News Survey, Vol. XII, p. 332). The 
reasons given were that (1) the Ghana Government 
hopes to dissuade France, through the United Nations, 
from carrying out further atomic tests; (2) Ghana 
hopes the conference of heads of state to be held in 
May will exert a similar influence on France; and 
(3) the Geneva Conference on stopping nuclear tests 
is making satisfactory progress. In the event of France 
resuming tests, the Government of Ghana will consult 


other African States on taking necessary collective 
action. 
London, 


The Financial Times, 


April 22, 1960. 


Source: England, 


Guarantee System in Northern Nigeria 
The Northern Nigerian Government has introduced 
a scheme that guarantees bank overdrafts to farmers’ 
cooperatives up to an amount of £1.69 million. 
London, 


The Financial Times, 


April 19, 1960. 


Credit Policy in Rhodesia and Nyasaland 

The Bank of Rhodesia and Nyasaland has reduced 
the minimum reserve balances which commercial 
banks and accepting houses are required to hold with 
the central bank from 8 per cent to 6 per cent of total 
demand liabilities. The Governor of the Bank said 
that this move was in line with the present monetary 
policy and was designed to counteract recessionary 
tendencies; about £1.6 million will thus be freed for 
more active employment by the banks and accepting 
houses. 

Further relaxations in hire-purchase regulations 
have reduced to 10 per cent the deposit required on 
boats, caravans, cash register machines, duplicating 
machines, geysers, pianos, radios, radiograms, refriger- 
ators, sewing machines, stoves, typewriters, television 
sets, and washing machines. The maximum length of 
time allowed for paying the balance on all these items 
is now 24 months. 

Barclays Bank D.C.O., Overseas 
London, England, March 1960. 


Source: England, 


Source: Review, 


Fund Alternate Executive Director 

Mr. Jacques Waitzenegger, Inspector of the Bank of 
France, has been appointed Alternate Executive Direc- 
tor of the Fund for France, as of April 14. He suc- 
ceeds Mr. André Feuché. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 
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